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IntrOduCtiOn
　　　　1n　Japan　it　is　believed　that　the　EU’s　Economic　and　Monetary　Union
（EMU）wi1l　be　su㏄essfu1for　se▽era1reasons，Monetary　authorities
and　financia1circ1eミbe1ieve　that　the　EU’s　new　currency．the　Euro，
wi11share　the　burden　of　key　currency　which　is　current1y　an　exclusive
r◎1e　qf　the　US・do11ar．On　the　other　hand，Japanese　people　and　enter－
p亡ises　are　p1eased　with　the　reduced　exchange　costs　arising－from　busi－
ness　with　European　countries　in　which　a　sing1e　currency　is　in　circu1a－
tion上However，their－observations　on　the　EMU　are　broad1y　divさrsified
from　opti．㎞istic　to　pessimistic　opinions，At　this　moment　it　is　rather　dif－
ficu1t　to　judge　which　side　is　in6majority，because　no　researcポor　statis－
tics　are　availab1e，
　　　　It　is　the　norm　in　the理odem　wρrld　for　each　country　to　have　its
（ユ〕　Tbis　article　waざprピp｛red－ior　the　international　symposiu狐oポーThe　Ebfopean　Uniod
　如d　Jap割n　i皿the　N把w　World　Economic　System’which　wlll　be　he1d㎜der　the　joint　sp㎝一
　sorshlp　oi　the1皿stitut　iur　Europaische　Politik（IEP）and　the　E皿rope　Center　of㌔Waseda
　’Uniwrsity（EC初U），on「5－！0§6ptember1996at　the　IEP　in　Bom，Germany．一Thi；arti－
　clと忘the　outc⑪me　of一劃n－Indlvidual　Research－Project・（1994）for　whicl1証research
　grant－in－aid　was　giYen　fro㎜the　ECWU一
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own　currency．and　if　several　countries　are　to　be　integrated　into　one，it
is　only　natural　that　their　currencies　should　be　integrated　as　we11．In
Germany，the　East－West　monetary　mion　was　consmmated　in　July
1990・In　Japan　we　a1so　experienced　monetary　union　when　Okinawa　Is．
lands　were　retumed　to　Japan　in　May1972．Now，Europe　has　embarked
on　the　creation　of　one　of　the　most　ambitious　unions　in　history：the　EMU
which　wi11encompass　nearly400mi11ion　peop1e　and　haYe　the　largest
gross　domestic　product（GDP）and　the　most　extensive　foreign　trade三n
the　wor1d－The　Treaty　on　European　Union（Maastricht　Treaty）which
estab1ished　the　framework　of　the　EMU　was　signed　in1992．
　　　　A1though　the　actual　date　of　the　issuance　of　a　sing1e　currency，the
Euro，is　uncertain，its　birth　is　imminent，it　being1arge1y　dependent　upon
economic　performance　and　po1itical　judgment　in　the　EU、
I．Historical　Ba6kgroumd
　　　　It　was　in1958that　the　European　Economic　Community（EEC），the
predecessor　of　the　European　Union（EU），was　estab1ished　by　six　Euro－
pean　countries，i．e。，Belgium，France，Germany，Ita1y，Luxembourg　and
the　Netherlands．At　that　time　the　purpose　of　the　EEC　was　to　form　a
common　market　through　economic　integration，a　plan　that　was　finally
comp1eted　by　the　end　of1992．The　present　target　is　monetary　union　and
the　fina1goal　is　considered　to　be　po1itical　union．
　　　　Since　its　inception，the　EEC　has　made　tremendous　develbpments　in
various　fields－The　EC　was　formed　when　the　EEC　merged　with　the
European　Coal　and　Stee1Community（ECSC）and　the　European　Atomic
Energy　ComInunity（Euratom）in1965．The　name　changed　again　to　the
European　Union（EU）in1993fonowing　the　ratification　of　the　Maas．
tricht　Treaty－On　the　other　hand，by1995member　states　had　increased
to15－　Newly　joined　are　Denmark，Ire1and　and　the　United　Kingdom
（UK，1973），Greece（1981），Portugal　and　Spain（I986），Austria，Fin－
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1and　and　Sweden（1995）．
　　　　I　have　to　point　out　that　power　of　French1eadership　has　re1ative1y
dec1ined　as　a　resu1t　of　the　unification　of　West　and　East　Gemany．Prior
to　German　unification，France　dominated　the1eadership，particularly　i】〕
the　po1itica1fie1d，and　Germany　assisted　France　veq　we11．Thus　the
EC　was　we11managed　by　French　leadership，However，East－West　uni－
fication　made　Germany　a　giant　which　is　far　bigger　than　France．In
addition　the　mi1itary　inf1uence　that　France　enjoyed　after　the　Wor1d　War
II　also　declined　in　importance　due　to　the　end　of　the　Co1d　War．
　　　　I　think　that　this　change　can　be　observed　when　we　compare　the
character　of　the　European　System　of　Central　Banks（ESCB）between　the
Delors　Report　ofユ989and　the　Maastricht　Treaty　of1992．The　De1ors
Report　was　prepared　by　the　Committee　for　Study　of　the　Economic　and
Monenary　Union（Delors　Committee）headed　by　Jacques　De1ors，then
President　of　the　EC　Commissi■on．In　this　Report　the　ESCB　was　mode1ed
after　the　Federa1Reserve　System　in　the　United　States，in　which　the
Federal　Reserve　Board　engages　in　po1icy　making　on1y，On　the　other
hand　the　framework　of　the　ES■CB　mder　the　Maastricht　Treaty　was　pre－
pared　by　the　Committee　of　Govemors　of　the　Central　Banks　of　the　Mem・
ber　States（CGCB）headed　by　Kar1Otto　Poh1，and　was　mode1ed　after
the　German　central　banking　system　in　which　Deutsche　Bundesbank　en－
9ages　not　on1y　in　po1icy　making　but　a1so　in　note－issuing　and　other　bank－
ing　business．　In　addition　the　ESCB　is　required　more　rigid　indepe皿d－
ence　from　EU　institutions　and　national　governments．
　　　　From　the　begiming　of　p1狐ning　of比e　monetary1ユ皿ion，血ere　were
differences　in　the　athtudes　of　the　II1ember　states，Particu1arly　in　France
and　Germany，as　far　as　the　role　of　monetary　policy　in　the　economic　in－
tegration　was　concemed，The　dispute　was　cal1ed　a　connict　oポmonetar－
ists’and’economists’which　means　something　different｛rom　the‘mone－
tarist　schoor　headed　by　Mi1ton　Freedm証n　in　the　United　States．The
’monetarists’in　Europe　be1ieved　that　monetary　integraばon　has　to　start
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first　and　then　economic　and　political　in亡egration　wi1l　fo1low．The’eco－
nomists’believed　that　econo皿1ic　convergence　among　national　economies
n1ust　be　co皿pleted　before　a11y　move　into　rea1皿onetary　integration　or
皿10netary　union　cou1d　take　p1ace．
　　　　In　the　late1960s　and　ear1y1970s，the’mone㎏rists’gained　stronger
inf1uence．An　EC　report，the　so－ca1leガWemer　Report　of1970’de－
scribed　a　step－by－step　introduction　o｛a　Inonetary　and　econolnic　union，
But　the　first　step　under　this　p1an，the　obligation　to　have　fixed　but
changeable　exchange　rates　among　the　national　currencies，was　rather
unsuccessfu1．The　times　were　characterized　by　the　e1〕d　of　the　Bfetton
Woods　system，and　later　the　first　oi1sh㏄k　of1973and　the　wor1d－wide
recession　ofユ975．On1y　the　core　of　hard－currency　countries　were　ab1e
to　stay　together　without　interruption，specificany，Germany　and　the　Be－
ne1uX　COuntrieS．
　　　　The　reason　for　the　failure　of　this　first　atte皿pt　to　have　a　system　of
fixed　but　adjustab1e　exchange　rates　for　al1countries　was　the　strong　de－
viation　in　the　rates　of　inf1ation．Between1973and1979，fcr　instance，
the　annual　rate　of　inflation　was11per　cent　in　France　and！6per　cent
in　Ita1y，but　only4．7per　cent　in　Ger皿any．For　Germany，however，this
was　the　highest　rate　of　inf1ation　in　a　mediu㎜一term　average　in　four　de－
cades．The　politicians　engaged　in　this　field　were　folIowing　the　doctrine
of　the　monetarists：Giscard　d’Estaing　tried　to　base　the　integration　in　the
monetary　fie1d　on　a　stronger　institutiona1p1atform　than　before，The
European　Monetary　Syste皿（EMS）was　created　in　March1979and　is
sti11in　existence．
　　　　The　EMS　contains　a　system　of　fixed　but　adjustable　exchange　rates
aInong　the　melnber　states（the　so－cal1eポExchange　Rate　Mechanism’or
‘ERM），which　allows　nuctuations　of　these　exchange　rates　only　within　a
re1ative1y　narrow　band．The　band　was　original1y　set　at2．25per　cent，
which．was　the　same　as　IMF’s　Smithonian　Agreement　of1971，with　an
exception　of6per　cent，but　the　band　was　expanded　to工5per　cent　in
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August1993．The　EMS　also　estab1ished　a1arge　fra皿ework　of　partly
unlimited　credit　faci肚ies　for　the　centra1banks　of　the　member　statesI
This　credit　mechanism　was　to　make　it　possible　to　keep　the　cxchange
rates　stab1e，even　under　strong　Pressures　on　one　particular　ctlrrency，
through　the　obligation　of　centra1banks　to　intervene　in　the　foreign　ex－
change　markets，if　necessary，with　un1imited　amounts一
II．Momtary　Union－the　Third　Stage
　　　　According　to　the　Maastricht　Treaty　the　EMU　consists　of　three
stages．The　first　stage　started　on1st　Ju1y1990．　This　stage　ca11s　for
member　states　to　join　the　EMS，preferab1y　in　the　ERM．The　second
stage　started　on1st　Jamary1994．At　that　time　the　European　Monetary
Institute（EMI）was　estab1ished，and　the　EMI　took　over　the　fu皿ctions　of
the　Committee　of　Governors　of　the　Central　Banks　of　the　Member　States
（CGCB）and　the　European　Monetary　Co’operation　Fund（EMCF）．The
EMI　is　also　responsib1e　for　promoting　economic　convergence　among　the
member　states．The　third　or　fina1stage　wi11start　onユst　Januaryユ997
or　at　the　latest　on　lst　January1999．At　the　begiming　of　the　third　stage
the　ESCB　and　the　European　Central　Bank（ECB）wil1be　established，
and　the　EU’s　single　currency　wil1be　issued．
　　　　In　order　to　quahfy　for　entrance　into　the　third　stage，a　member　state
must　satisfy　the　fo11owing　four　criteria．
1．　Consumer　price　hikes　shall　not　exceed1．5percentage　points　above
　　the　average　rate　of　the　three　best　performing　member　states．
2．　As　to　government　financε，
　　＿general　government　deficits　shau　not　exceed3per　cent　of　GDP。，
　　　　and
　　－9eneral　government　debt　outstanding　sha1l　not　exceed60per　cent　of
　　　　GDP，
3．　Own　currency　shall　rem乞in　within　norma1f111ctuation　margins（15
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　　per　cent）in　the　ERM　of　the　EMS　with　no　deva1lユation　in　the　previolユs
　　tWO　yearS－
4，　Lon9－ternユinterest　rate　shal1not　exceed2percentage　points　above
　　the　average　rate　of　the　three　best　perforn1ing　states　in　consumer
　　price．
　　　　It　is　of　course　impossib1e　to　know　at　this　moment　which　countries
wi11qua1ify　for　the　third　stage　according　to　the　criteria　set　out　in　the
Maastricht　Treaty．　However，some　indications　can　be　obtained　by　look－
ing　at　historica1data．
　　　　Tab1e　1　yields　the　results　for　the　five　economic　convergence
criteria　at　the　end　of1995，This　table　indicates　that　only　Germany　and
L1ユxembourg　would　have　fu1filled　the　convergence　criteria　while　Greece，
Ita1y　and　Portuga1had　satisfied　none　of　these　criteria　in1995according
丁州o1趾㎝㎝ioI皿伽航s㎜dαm酊脚06CdteH3（％）
1995 Innati0皿
Ra旋
A皿stria　　　2．0
Belgium　　　　　1．4
Denmark　　2．3
Finland　　　　1．0
王irallce　　　　　　1，7
Germany　　　1．6
Greece　　　　9．0
Ireland　　　　　2．4
Iωy　　　　5．4
Luxe皿工bourg　1．9
Netherlands1．1
POrtug邊！　　　3，8
Spain　　　　　　4．7
Sweden　　　　2．9
UK　　　　　3．0
（Criteria）（2．7）
OK
OK
OK
OK
OK
OK
OK
OK
OK
Lo皿g－ter皿
Illterest　Rate
7．1
7．5
8－3
8．8
7．5
6．8
ユ7．3
8．3
122
7．6
6，9
11．5
1L3
10．2
8．3
（9．8）
OK
OK
OK
OK
OK
OK
OK
OK
OK
OK
Fiscal　Balance
to　GDP
一5．5
－4．5
－2，0
－5，4
－5．0
－2．9
－9．3
－2．7
－7．4
0．4
－3．ユ
ー5．4
－5．9
－7－0
－5－1
OK
OK
OK
OK
Gov mment　Currency
Debt　to　GDP　Position
68．0
134，4
73，6
63，2
51，5
58．8
114，4
85．9
124，9
　6，3
78，4
70，5
64，8
81，4
52．5
（一3．0）　　　（60，0）
OK
OK
OK
OK
OK
OK
OK
OK
OK
OK
OK
Sourむe：The　Eumpean　Mo皿etary　I皿stitu㎏Amu訓Report1995，Apri11996
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to　a　strict　interpretation　of　these　criteria．　However，a　mechanica1
apProach　to　the　convergence　criteria　pays　insufficient　attention　to　the
fact　that　these　criteria　are　a　guide1ine　for　decision　making　which　is　fun－
damenta11y　po1itica1judgment．
　　　　When　we1ook　at　these　issues　by　individua1criteria，Greece，Italy，
and　Spain　had　difficu1ties　in　obtaining　a　sufficient1y1ow　inflation　rate．
The　Greek　inflation　rate　in　particu1ar（9．0％）is　far　from　fulfilling　the
criterion（2．7％）while　the　UK（3．0％）wj11probab1y　pass　the　test　in　a
ccuple　of　years－Many　member　states　cleared　the　criterion　of　long－term
i1〕terest　rate，whi1e　Sweden　（10．2％），Spain　（11．3％）　and　Portuga1
（11．5％）have　a1most　fulfi1led　the　requirement（9．8％）．The　biggest　hur－
d1e　for　the　majority　of　the　member　states　is　the　criterion　regarding　gov－
ernment　deficit　and　debt　outstanding．Other　than　Germany　and　Luxem－
bourg，on1y　Ireland　and　Denmark　cleared比e　govemment　deficit　crite－
rion，and　France　and　the　UK　cleared　the　debt　requirement．Govemment
debts　he1d　by　Be1gimn，Greece　aエ1d　Ita1y　are　very　heavy　while　that　of
others　are　relative1y1ight．
　　　　One　of　the　major　pro1ems　lies　in　the　foreign　exchange　position．So
far　ten　countries，i．e．，Austria（since　January1996），Belgium，Denmark，
Germany，France，Luxembourg，Ireland，the　Nether1ands，Spain　and　Por－
tugal　belong　to　the　ERM　in　the　EMS，HoweYer，the　Portuguese　escudo
and　the　Spanish　peseta　were　deva1ued　ear1y　in1995．Italy　and　the　UK
are　temporari1y　out　of　the　ERM．In　addition，Greece，Finland　and
Sweden　have　not　joined　the　EMS．
　　　　The　exchange　rate　condition　has　been　effectively　re1axed　by　the
move　to　a　wider　band　of15per　cent．France　and　the　Netherlands，
t◎gether　with　others　in　the（effective）narrow　band㎜ay㎜ake　po肚ica1
difficu1ties，as　they　sti11fee1sore　about　the1i．ra　and　sterling　quitting　the
system．Both　these　latter　need　to　re－e皿ter　the　ERM　to　be　eligible　for
the　third　stage．工ta工y　is　co皿sidering　to　back　to　the　ERM．
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III．Es佃阯ishme11t　of　Imsti伽tiom1趾3mework
　　　　It　should　be　noted　that　the　institutiona1framework　had　been　estab－
1ished　as　scheduled．The　EMI　was　estab1ished　in　January1994，when
the　second　stage　of　the　EMU　started　in　accordance　with　the　provisions
of　the　Maastricht　Treaty．Alexandre　Lamfalussy，former　General　Mana－
ger　of　the　Bank　for　Intemational　Sett1ements（BIS）has　been　appointed
the　President　of　the　EMI．
　　　　On　the　other　hand，a　member　state　must　have　an　independeIlt　cen－
tral　bank，which　is　prohibited　fro皿extending　credit　in　any　forIn　to　any
government　or　any　EU　institution．　In　order　to　colnply　with　this　re－
quirement　inost　of　the　me加ber　states　have　recently　taken1egislative　me－
asures　to　render　their　central　banks　more　independent，In　fact　new　leg－
islation　on　cel〕tra1banks　has　been　passed　in　Be1gium，France，Germany，
Italy，and　Spain，the　two　most　important　examp1es　being　found　in
France　and　Spain，New1egislation　is　in　process　in　the　UK　and　other
member　states．
　　　　The　lega1regime　of　the　Banque　de　France　was　a肌ended　by　Acts
93－980and93－1444of1993，which　came　into　effect　in　January1994．
These　new1aws　deal　with　independence　in　the　condlユct　of　monetary　po1i－
cy　and　the　prohibition　of　central　bank　financing　of　pub1ic　institutions．
The　formu1ation　and　impIimentation　of　monetary　po1icy　is　the　responsi－
bi1ity　of　the℃onseil　de　Ia　po1itique　monetaire1，which　must　not　seek　or
receive　any　instructions　from　the　govemment．A　representative　of　the
govemment　may　attend　meetings　of　the　Consei1，but　without　voting　or
VetOing　rightS，
　　　　The　status　of　the　Banco　de　EspaIia　was　amended　by　Act13o｛1994
on　the　autonomy　of　the　Banco　de　Espana．This　law　had　the　explicit　pur－
pose　of　introducing　the　provisions　of　the　Maastricht　Treaty　on　monetary
po1icy　and　the　independence　of　the　centra1banks．The　Iaw，therefore，
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sets　price　stabi1ity－as　the　primary　objective　of　monetary　po1icy　and
givesエhe　Banco　de　Espana　fu】l　capacjty　and　indepe］〕dence　to　define　and
imp1ement㎜onetary　policy－In　particu1ar，tbe　law　exp1icit1y　forbids　the
government　or　any　other　public　authority　from　giving　instructions　to
the　Banco　de　Espana　regarding　either　the　objectives　or　the　i㎜plementa－
tion　of　monetary　policy．
　　　　In　Italy，Law82of1992yested　the　authority　to　determine　the　re－
discoμnt　rates　in　the　Governor　of　the　Banca　d’Ita1ia．　Prior　to　this1eg－
islation　discount　rates　were　fixed　by　the　Minister　of　the　Treasury，
Furthermore，Law　483，of1993　cance11ed　the　permanent　credit1ine
granted　to　the　Treasury　by　the　Banca　d1Ita1ia　and　gaYe　to　the　Banca
d1Italia　the　responsibi1ity　for　setting　bank　reserve　requirements　within
given　limits．
　　　　In　Belgium，a1aw　of1993introducted　provisions　adjusting　the　com－
petence　of　the　government　in　controlling　the　decisions　and　operations　of
the　Banque　Nationale　de　Belgique（BNB）．Prior　to　this　enactment，the
Govemment　Commissioner　and　the　Minister　of　Finance　each　had　the
right　of　suspension　and　the　right　to　oppose　any　decission　of　the　BNB
which　was　contrary　to　the　int■erests　of，the　state，the1aw　or　the　statutes
of　the　BNB．The　new　law　restricted　these　suspension　and　opposition
rigbts　in皿atters　concernig　t1〕e　d£fi］〕ition　and　imp1emention　of　monetary
policy，the　conduct　of　foreign　exchange　operations，and　the　promotion　of
the　smooth　operation　of　the　payment　systems，Thus　a　high　degree　of
BNB　autonomy　has　been　estab〕ished　in　the　fie工d　of皿onetary　pc工jcy．
　　＿In－the＿Netherlands，一a－1aw－of　gth　Deヒember1993introduced　a　provi－
sio皿requiring　the　go∀ernment　to　obtain　the　adviとe　of　De　Neder1ahdsche
Bとnk　in　decisions6o丘ヒerni皿g－exchange　rate　arrムngements　or　changes　in
centra1rates　and　to　make　such　advice　public，The1aw　of15th　Decem－
b・・1994・・t…t・dth…p…i・i・・一昨・・h・・g…、Qffi…1・D・Nとd・・1・・d－
sche　Bank，
　　　　In　the　UK，the　Treasury　and　Civil　Service　Se1ect　Committee　of　Par－
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1iameエit　pub1ished　a　report　in　Decemberユ993on　granting　the　Bank　of
England　greater　independence，　In　February1994，a　Private　Me孤bers’
Bi11broad1y　suggesting　these　changes　fai1ed　to　get　a　second　reading　in
Parliament　and　was　thus　turned　down．
　　　　Order1y　estab1ishment　of　the　institutional　fra皿ework　for　the　EMU
and　the　passing　of　new　legislation　to　secure　the　central　banks’indePend－
ence　from　their　respective　govemments　is　a　reflection　of　the　p◎sitive
attitude　of　EU　institutions，national　governments　and　central　banks，
Commercial　banks　in　Europe　see1n　also　to　be　positive　towards　the　EMU
in　spite　of　the　fact　that　they　may1ose　exchange　business　considerab1y
as　a　result　of　the　monetary　union．
IY．Recent　Deve1opment
　　　　In　November1995，the　EMI　amounced　a　re▽ised　timetab1e　for　the
introduction　of　a　sing1e　EU　currency，the’Euro’（see　Tab1e2）．
T3ble2　I㎏㎡s凶Sohoduleof仇o］回L皿J
Early1998：迂ユ）European　Council　decides　ol］the　countries　participating　in　the　third　stage
　　　　　　　　（2〕1…：uropean　Ce皿tral　Bank（ECB）is　established
　　　　　　　　｛3〕‘Euro’bank皿otes　and　coins　are　manufact1』red
Ja皿uaryユ999（Start　of　the　third　stage　of　EMU）：
　　　　　　　　　（1〕Euro　is　born　a皿d　is　used　in皿on－cash　for皿
　　　　　　　　　｛2〕Excha皿ge　r劃tes　are　fixed　a」皿ong　Participati皿9countries
　　　　　　　　（3〕ECB　conduc㎏single　monetary　and　foreign　exchange　poIicy　i皿思uro
1stJ・㎜a・y2002（atth・1池st）：
　　　　　　　　（1）Euro　banknotes　a血d　coins　are　i皿troduced　iIl　excha皿ge　for　nationa］c1』rren－
　　　　　　　　　　　CieS
1stJ・1y2002（・tth・1・屹・t）1
　　　　　　　　（1〕Natio1lal　banknotes　and　coins　are　withdrawll
Source＝The　Flmn伽a1Ti皿es，15th　Nove㎜bet，1995．
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　　　　It　proposed　that　the　first　step　start　in　early1998，a　year　before　the
，envisaged　move　towards　permanent1y　fixed　exchange　rates，and　th．at　the
process　end　onユst　July2002，when　the　single　currency　becomes　the　so1e
1ega1tender　and　nationa1currepcies　are　no1onger　accepted，The　new
timetable　seems　very　rea1istic，
　　　　In　the　interim　stage　between1999and2002financial　markets　wi1l
1arge1y　change　over　to　the　European　monetary　unit　at　an　early　stage．
However，most　private　individuals　and　most　enterprises　are　expected　to
continue　to　operate　in　the　national　monetary　units－
　　　　The　EMI　proposes　that　ear1y　in1998，EU　leaders　decid・e　on　who
wi11take　part　in　the　EMU，starting　from　January1999，and　the　Euro－
pean　Central　Bank（ECB）be　established　to　rep1ace　the　EMI．
　　　　On1st　January1999，exchange　rates　between　participating　curren－
cies　shou1d　turn　into‘conversion　rates’，so　that　the’nationa1currencies
and　the　European　currency　wiu　become　different　expressions　of　what　is
economica11y　the　same　currency1．　National　currencies　wi11remain　in
place．
　　　　On　1st　January2002，at　the1atest，the　ECB　and　national　centra1
banks　will　begin　issuing　new　European　banknotes．and　coins，and　start
exchanging　nationa1banknotes　and　coins　for　European　banknotes　and
COinS．
　　　　On1st　July2002，the　changeover　wi11have　been　comp1eted　for　a11
operations　and　a1l　agents．National　banknotes　and　coins　wi工1gradua11y
disappear　from　circu1ation．The　E1ユro　wil1become　the　soIe1egal　tender－
　　　　A1so，in　November　1995，German．Finance　Minister　Mr．Theo
Waigel　propqsed　tough　new　sanctions，inc1uφi㎎fines，to　ensure　that
countries　joining　the　p1anned　EMU　keep　their　dome§tic　finances　under
contro1，According　to　this　p丑an，EMU　me皿ber　states　whose　budget　de－
ficits　exceed3per　cent　of　GDP　wi11automatica1ly　be　obliged　to　make　a
stab1e　deposit　into　a　non■interest　bearing　account．The　deposit　wou1d
not　be　paid　back　if　deficit　was　n6t　corrected　in　two　years．The　deposit
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wou1d　then　be　tumed　into　a　fine　and　paid　into　the　EU　budget．
　　　　Mr．Waigel　suggested　the　deposit　and　possib1e　fine　should　be0，25
per　cent　of　a　country’s　GDP　for　every　percentage　point　of　deficit　above
the3per　cent　Maarstricht　limit．This　proposa1has　been　firm1y　sup－
ported　by　France　but　not　all　of　the　EU　member　states　agreed　to　accept
it．
　　　　In　Apri11996，the　EMI　proposed　to　establish　another　version　of　the
Exchange　Rate　Mechanism（ERM）in　which　non－EMU　currencies　cou1d
move　for　the　purpose　of　preparation　for　u1timate　mo正1etary　union，EU’s
Council　of　Fimnce　Ministers　agreed　to　create　a　new　mechanism　if　the
EMU　starts　as　plamed　in1999，with　the　aiIn　of1inking　states　which　fai1
to　enter　the　EMU　with血e　Euro，the　name　chosen　for　the　new　currency．
However，some　states　such　as　the　UK　are　not　wi11ing　to　join　the　new
ERM，
　　　　At　this　moment，the　target　set　for　the　start　of　the　third　stage　by　the
EMI　and　the　EU　Commision　is1st　Januaryユ999．However，it　wi11be
very　difficu1t　for　most　of　the　member　states　to　c1ear　the　convergence
criter1a　set　out　in　the　Maarstricht　Treaty　and　related　protoco1s，i－e一，rate
of　inf1ation，1ong－term　interest　rate，fiscal　deficit，pub1ic　debt　outstand－
i・g，・・d…h・・g…t・，・・d・…ib・d…li・・（・・・…ti・・I）．
　　　　It　wou1d　be　idea1if　as　many　member　states　as　possib1e　joined　the
third　stage　onユst　January1999，In　fact，the　EU　Commission　made　an
assessment　of　the　prospects　for　a　single　currency　in1ate　November
1995，in　which　eight　countries　were　on　course　to　meet　the　convergence
criteria　by　the　end　of1997．
i．e．，by　the　end　of1995：　Germany，Ire1and　and　Luxembourg
　　　　　　　　　　　　　　　1996：　Denmark，the　Nether1ands　and　Fin1and
　　　　　　　　　　　　　　　1997＝　Fr盆nce　and　the　UK
　　　　However，many　observeres　doubt　that　such　a1arge　number　of　the
countries　wi1l　c1ear　the　comergence　criteria　by　the　end　of1997．For
example，France，which　is　leading　the　EU，is　struggling　against　a　higher
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rate　of　pub1ic　debt　outstanding．In　consequence　the　French　government
decided　to　cut　the　socia1security　budget．French　workers　opposed　this
program　and　went　on　generaI　strike．Therefore　it　wi11be　very　difficult
to　reduce　fisca1deficit　as　weユ1as　public　debt　outstanding，not　only　in
France　but　a1so　in　other　countries　such　as　Ire1and　and　the　Netherlands．
On　the　other　hand，Denmark　and　the　UK　may　opt　out　from　the　EMU．A
monetary　union　consisting　of　a　few　states　wou1d，however，not　be
meaningfu1．　Therefore，the　EU　may　have　to　mitigate　convergence
criteria　or　put　off　the　starting　date　of　the　third　stage　so　as　to　rea1ize　the
mOnetary　uniOn，
　　　　Fina11y　let　me　brie刮y　examine　the　economic　impact　of　a　European
sing1e　currency　on　Japanese　companies，according　to　three　possib1e
CaSeS，
　　　　Case1in　which　a　majority　of　the　member　states　join　the　EMU：
The　fact　that　a　sing1e　currency　is　circulated　in　a1arge　number　of　coun－
tries　resu1ts　in　increased　competition　for　Japanese　companies　as　we11as
their　counterparts　in　other　countries　and　they　are　forced　to　intensify
marketing　efforts　and　review　their　marketing　strategy．　On　the　other
hand　they　are　free　from　foreign　exchange　risk，whi1e　exchange　banks
may　lose　exchange　business，
　　　　Case2in　which　on1y　core　countries　such　as　Germany，France　and
比e　Bene1ux　countries　join　the　EMU1If　a　Japanese　company　has　markets
in　both　the　single　currency　and　other　areas，the　company　wi11prefer　to
have　its　production　base　in　the　areas　which　have　not　joined　the　EMU
because　other　currencies　may　be　deva1ued　in　the　future．As　a　resu叱
foreign　in▽estors　wi11prefer　the　building　of　a　production　base　in　the
comtries　which　have　not　joined　the　EMU．Howe▽er，they　ha▽e　to　be
careful　to　avoid　foreign　exchange　risks．
　　　　Case3i皿which　the　EU　fails　to　start　EMU　as　scheduled」：There　is　a
possibi1ity　that　exchange　markets　in　Europe　may　lose　stabi1ity．　Prob－
ab1y　the　Deutsche　Mark　would　be　up－va1ued　whi1e　the　Ita1ian　lira　wou1d
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一be　devalued．So　Japanese　companies　must　be　very　careful　to　expand
marketing　in　the　EU　countries．
V．Out1ook血r　the　Mom仇ry　Union
　　　　Jt　has　been　observed　that　the　EU　Commission　and　govem㎜ent　offi－
cia1s　in　member　states　are　extremely　enthusiastic　about　the　monetary
union，Behind　their　enthusiasm　may　be　identified　two　factors：confi－
dence　deriving　from　the　fact　that，though　it　has　taken35years，a　sing1e
common　market　has　fina1ly　been　achieved；and　a　sense　that　EU　solidar－
ity　and　integration　are　essentia1to　dea1ing　with　the　division　and　chaos
that　have　plagued　Europe　since　the　end　of　the　Co1d　War．
　　　　Nonetheless，there　are　still　many　obstac1es　a1ong　the　way　to　the
monetary　union　that　must　form　the　core　of　any　such　attempt　at　EU　in－
tegration，and　hence　widespread　skepticism　about　its　feasibility，The
most　serious　prob1em　is　the　question　of　how　each　member　state　is　going
to　succeed　in　cIearing　the　aforementioned　criteria　for　entering　the　third
stage，The　EU　countries　wi11thus　need　to　stabi1ize　their　respective　eco－
nomies　and　narrow　the　gap　in　economic　performance　among　the㎜．
　　　　It　was　agreed　at　the　EU　summit　at　the　end　of1995that　the　coun－
tries　to　participate　in　the　third　stage　wou1d　be　determined　as　early　as
possib1e　during1998on　the　basis　of　whether　or　not　they　had　met　the
criteria　in1997．Right　now　it　appears1ikely　that　Germany，France　and
the　Bene1ux　countries　wil1be　first　across　the　thresho1d，making　the
transition　to　the㎞ird　stage　in　January1999；ule　main　question　is
whether　France　can　meet　the　requirements　by　then　or　not，hence　that
country’s　frantic　efforts　to　cut　its　budget　deficit．
　　　　Another　obstacle　to　monetary　union　is　that，in　stark　contrast　to　the
enthusiasm　of　EU　institutions　and　nationa1governments　ior　the　idea，the
genera1public　is　on　the　who1e　rather　dub量ous．This　mood　is　ref1ected　in
the　delays　that　occl1rred　in　ratiflying　the　Maastricht　Treaty（it　was　in－
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itia11y　voted　down　in　Denmark），and　the　way　the　name　of　the　proposed
sing1e　EU　currency　had　to　be　changed　from　Ecu　to　Euro．
　　　　I皿the　Maastricht　Treaty　the　sing1e　currency　was　exp1icitly　termed
the’Ec1ゴ．but　then　ca1ls　for　a　reconsideration　came　from　Ger皿any　and
e1sewhere，and　in　the　end　the　name　was　a1tered　to‘Euro’at　the　EU　sum－
mit　in　December1995．This　may　be　regarded　as　symptomatic　of　Ger－
mans’reluctance　to　give　up　the　wor1d’s　strongest　currency，the　Deuts－
che　Mark，and　their　latent　hostility　towards　monetary　union．The　ques－
tion　of　how　to　win　over　the　genera1pub1ic　is，a1ong　with　the　need　for
better　economic　performance，one　of　the　major　tasks　now　facing　the　EU
and　govemment　officia1s．
　　　　It　is　not　so　easy　to　reach　a　conc1usion　on　the　EU1s　monetary　union，
Nevertheless，I　personaly　believe　that　the　EU　wi11eventually　be　suc－
cessful　in　monetary　union　even　though　the　timing　cou1d　be　later　than
the　origina1schedule－We　have　to　recognize　that　any　type　of　integration
among　independent　countries　needs　a1ong　time　when　it　is　processed　in
a　democratic　way－In　fact，the　EC　spent35years　in　order　to　comp1ete
the　sing1e　market．　It　is　a1so　true　that　this　success　is　the　so1id　founda・
tion　on　which　the　EU’s　confidence　exists．
Abbre、オ竈tiOn：
BIS＝　Bank　for　Intematio皿a：Settleme口ts（1930一）
BNB＝Bmque　Nationale　de　Belgique
CGCB1Committee　of　Govermrs　of㎞e　CeIltral　Banks　of　the　Member　States（1964－93）
EC：Europe乱n　Commu皿ity（1967－93）
ECB：European　Cen位創B劃nk
ECU1Europ舶n　Currency　U・nit
E’EC：European　Economic　Community（1958－67）
EMCF：Europe｛皿Monetary　Coopera七〇皿Fund（工973－93）
EMI1EuroPe雷皿Mo皿etary　Institute（1994一）
EMS：Europea皿Monetary　System（1979一）
EMU：European　M⑪m肱ry　Unio皿or　Ecommic　a1ld　Mo皿etary　U皿io皿
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ERM：Exchange　Rate　Mechmis㎜（1979一）
ESCB：European　System　of　Cel1血al　B劃皿ks
EU：European　Union（1993一）
GDP：Gross　Domestic　Prod1ユct
IML：Ins自tut　Monetaire　Luxembourgeois
UK：United　Kingdom
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